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DIVISION OF
OIL AND GASRe THE APPL.lCA TION OF Aurora

Gas, LLC for an ,order allowing regular
production from Nicolai Creek Unit
Wells No. IB, Nd. 2, and No.9
in an undefined gas pool.

) Conservation Order No. 478A

) Nicolai Creek Unit No. lB. No.2
) and No.9
)
) October 16, 2003

IT APPEARING THAT:

The Commission published a notice of public hearing in the Anchorage DaiJy News
on July 17, 2002 and in the Peninsu.la Clarion on July 19, 2002, of an application by
Aurora Gas, LLC ("Aurora") for a spacing exception to complete and produce three
wells, Nicolai Creek Unit ("NCU") No. IB, No.2 and No.8.

2) Aurora sent notice of the application by certified mail to all offset owners,

landowners, and operators of all properties within 3000 feet of the proposed
productive intervals ,in NCU No.1 B, No 2 and No.8, a..q required by 20 AAC
25.055(d).

3) No objection to the application was received by the CornrnissiotJ

4) In Conservation Order No. 478 ("CO 478"), i~sued September 5, 2002, the

Commission granted Aurora's application but provided that the NCU No. IB, No.2
and No.8 wells could not be placed on regular production until the Commission took

,

additional action to offset any advantage a landowner or owner may have by reason of
the wells having been drill.ed to the exception locations.

5) NCU No.8 was not drilled because Aurora encountered a shallow obstruction while

driving conductor pipe. The conductor was pulled, the rig moved 7 feet to the east,
and the NCU No.9 well was permitted and drilled as a replacement well. In this

order:, references to "NCU No.9" includeNCU No.8 as applicable

6) Aurora, by letter dated September 25, 2003, and received by the Commj,ssion that
same day, has now requested that the Commission allow Aurora to place the Nicolai
Creek Unit No. IB, Nb. 2, and No.9 wells on regular production as soon as facilities
are complete.
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INDINGS' DIVISION OFF .OIL AND GAS

1) Newly acquired 3D seismic data and infonnation obtained through drilling the NCU

No 9 well have allowed Aurora to better define the limits of the NCU gas reservoirs.
Based on this improved understanding, Aurora is proposing changes to the e~isting
Nicolai Creek Unit and Participating Area ("P A") boundaries. These changes will
include Federal acreage on the north side of the propcrty line that cun-ently separates
FederaJ and State acreage and exclude some State acreage in ADL 17585.

3) The proposed expanded PA will encompass NCU No. IB, No.2 and No.9. All

p(operties within 1500 feet of each o'r t11ese wells will be included, in whole or in part,
io the expanded P A.

4) It i$ expected to take 110 more than 100 days to obtain the necessary approvals of the

proposed changes to the NCU and P A from the Department of Natural Resources
("DNR") and the Bureau of Land Management ("BLM").

5) In tbe interim, Aurora proposes to report production from NCU No. .1B and No.2 to
DNR at a 5% royalty rate, and production from NCU No.9 to BLM using a 12.5%
roya.lty rate. J.fDNR and BLM approve Aurora's proposed revisions to the NCU and
P A and associated tract partjcipation percentages, Aurora will submit revised royalty
and operator reports to DNR and BLM retroactive to the first day of production
according to tenns oftbe Nicolai Creek Unit Agreement.

7) Allocation of gas resources to individua! leases will require evaluation of technical
data such as seismic, petrophysical, gas properties, reservoir pressure and temperature
to arrive at equitable division of royalties.

CONCLUSIONS:

An expanded NCU PA encompassing the NCU No. IB, No.2 and No.9 wells and
including, in whole or in part, all properties within. 1500 feet of these wells will
satisfy the object1ve of offseting any advantage a landowner or owner may have by
reason of the wells having heen dri]led to the exception locations, and regular gas
production from these wel.ls within such an expanded P A will not resu]t in waste or
jeopardize the correlative rights of adjoining or nearby owners

2) Payment of royalties according to Aurora's interim plan for a period ofuot more tllan
100 days, subject to retroactive adjustment when the proposed P A expansion is
approved, will adequately protected holders of affected property interests.
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3) If a .PA expansion that meets tile description set out in Conclusion .I. is not effe)J~tSION C
within 100 days after regular production commences from the NCU No. IB, No.OJ~ND GJ.
No.9 well, the Commission may need to revisit the conditions under which further

regular production from those wells is approved.

4) Additional notice and public hearing prior to approving regula!: gas production from
the Nicolai Creek Unit are not necessary under the circumstances and conditions of
this order.

5) Regular reservoir pressure measurements will be required to perfonn volumetric and
material balance calculations.

NOW, THEREFORE, IT IS ORDERED:

1) Aurora's request to begin regular production from NCU No. IB, No.2 and No.9 is
approved, subject to the condition that if an expanded P A meeting the description set
O\lt. in Conclusion 1 is not effected within 100 days after regular production
COmmeT1ces from the NCU No. lB, No.2, or No.9 well, the Commission will
detennine whether other or additional conditions will be imposed on f11rther regular
production from those wells in order to offset any advantage a landowner or owner
may have by reason of the wells having been drilled to thc exception locations Such
other or additional conditions may be made effective as of the date of first production
from NCU No. lB, No.2 or No.9.

2) Aurora shall keep the Commission timely informed in writing of the status of its
proposed changcs in the NCU and P A.

3) Prior to regular production, Aurora shall take a pressure measurement on each well to
deter1nine initial reservoir pressure.

4) Aurora shall perfoIlll a minimum of one bottom-hole pressure measurement per well
annually to monitor reservoir pressure. The surveys required in Rule 3 ru.le may be
used to fulfi.Jl the minjmum requirements. A common datum for measurements in
production intervals, if in communication, shall bc established by the operator at a
relevant depth in feet subsea. Pressure survC}'S may be stabilized static prcssurc
measurements at or near the production zone or extrapolated from surface (single
phase fluid conditioI)s), pressure fall-off, pressure buildup, multi-rate tests, drill stem
tests, and open-hole formation tests. Pressure data must be representative of reservoir
conditions for use in material balance and volumetric calculatjons.

5) Aurora shall submjt data and results from pressure surveys in an annual reservoir
surveillance report on or before April 1 of each year. The report must include future

development plans, reservoir dcplction plans, and surveillance inforrnati6n for the
prior calendar year, including:

a. reservoir pressure map at datum, summary and analyslS of reservoir pressure
surveys within the pool;
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b. results and, where appropriate, analysis of production s~~ tr~; ~ele{J5
and any other special. monitoring; and

DIVISION ~c. review of pool production allocation factors and issues over thQftiQ\lY~

AI I data necessary for analysi5 of each survey need not be submitted with the report
but must be available to the Commission upon request.

6) Unless notice and public hearing is otherwise ordered, the Commission may
administratively waive: the requirements of or administratively amend any role stated
above as long as the change does not promote waste or jeopardize correlative rights, is
based on sound engineering and geoscience principles, and will not result in an
increased risk offlujd movement into freshwater.

DONE at Anchorage, Alaska and dated October 16, 2003

ion

~ AJ~:<~:::~ ..~~dy Rue&:ich~ COmmi~i~ner -""-

Alaska Oil and Gas Conservation Commission

AS 31.05.080 providcs chat within 21:1 d3YS arter rcccipt of writlcn notice of thc cntry of ~n ~cr. a pcr~on affected by it may file
with Ihc Commission an application for rchQring. A rcquc~r. For ~hcaring mU$( be rcccivcd by 4:30 PM on thc 23n1 day following
r.hE: d~te of thc order. or ncxt working doy if a holiday or wockcnd. to bc \imcly filed Thc ColT\missjon shall grant or ~fusc the
application in wholc or in pan within 10 days Thc Commission can rcruse an application by not acting C'n it within thc 10-tlay
period An 8ffeclcd PcrSOl1 h:l.\ 3D d.y~ from the datc Ihc Commissinn refuses the application or mails (or other-vise dislributc~)
;In order upon ~hearing. ho1.h being thc final ord~ of the CQmmission, In 3ppeallhe dcci~ion to Superior Cnun. Whe~ a ~Quc~(
for I~heilring is dcnied by nonaction of thc Commission. th" 3D-day pcrind for appeal to Superior Court run~ from the date on
which the ~qu"st is deemcd dcnied (i.e.. I D'h dRY lifter the application for r"hcaring was filed)


